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FIRST  CANAL  TREATY:  NARROW  PASSAGE 


After  five  weeks  of  floor  debate,  the 
Senate  on  Mar.  16  ratified  the  Panama 
Canal  Neutrality  Treaty  by  a  68-32  vote, 

only  one  more  than  the  two  thirds 
needed.  This  treaty  gives  the  U.S.  the  right 
to  join  with  Panama  in  keeping  the  Canal 
"permanently  neutral”  after  2000. 

Although  an  important  victory,  this 
does  not  assure  passage  of  the  other  half 
of  the  package — the  Panama  Canal 
Treaty,  which  will  transfer  the  Canal  to 
Panama  by  2000.  Some  Senators  remain 
uncommitted  on  the  second  vote,  which 
is  scheduled  to  come  by  Apr.  26. 

Public  reaction  to  the  Neutrality  Treaty 
vote  is  being  watched  closely.  Opponents 
continue  to  be  more  vocal  than  sup¬ 
porters  despite  the  fact  that  polls  indicate 
that  the  majority  of  Americans  favor  the 
treaties. 

Our  thanks  to  all  of  you  who  sent 
messages  to  your  Senators,  especially 
those  of  you  in  states  with  "swing” 
Senators  who  responded  to  FCNL’s  pleas 
for  special  action.  A  list  of  how  Senators 
voted  on  the  Neutrality  Treaty  follows: 


NEUTRALITY  TREATY  VOTE 
Mar.  16,  1978 
YES-68 


Aboure/k 

Gravel 

McIntyre 

Anderson 

Hart 

Metzenbaum 

Baker 

Haskell 

Morgan 

Bayh 

Hatfield  OR 

Moynihan 

Bellmon* 

Hatfield  MT* 

Muskie 

Bentsen 

Hathaway 

Nelson 

Biden 

Hayakawa 

Nunn* 

Brooke* 

Heinz* 

Packwood 

Bumpers 

Hodges 

Pearson 

Byrd  WV 

Hollings 

Pell 

Cannon* 

Huddleston 

Percy 

Case 

Humphrey 

Proxmire 

Chafee 

Inouye 

Ribicoff 

Chiles 

Jackson 

Riegle 

Church 

javits 

Sarbanes 

Clark 

Kennedy 

Sasser 

Cranston 

Leahy 

Sparkman 

Culver 

Long* 

Stafford 

Danforth 

Magnuson 

Stevenson 

DeConcini* 

Mathias 

Stone* 

Durkin 

Matsunaga 

Talmadge* 

Eagleton 

McGovern 

Weicker 

Glenn 

Williams 

NO-32 


Allen 

Griffin 

Roth 

Bartlett 

Hansen 

Schmitt 

Burdick* 

Hatch 

Schweiker 

Byrd  VA 

Helms 

Scott 

Curtis 

Johnston 

Stennis 

Dole 

Laxalt 

Stevens 

Domenici 

Lugar 

Thurmond 

Eastland 

McClure 

Tower 

Ford* 

Melcher* 

Wallop 

Garn 

Randolph* 

Young 

Goldwater 

Zorinsky* 

*  indicates  Senators  considered  most  likely  to 
change  positions  on  the  Panama  Canal  Treaty 
vote. 

yWe  urge  you  to  contact  your  Senators 
M  thanking  them  for  their  support  of  the 
^  Neutrality  Treaty  or  expressing  your 
^disappointment  in  their  opposition.  Ask 
them  to  vote  "yes”  on  the  Panama  Canal 
T reaty.  Encourage  Senators  to  oppose  any 
changes  that  might  jeopardize  the  treat¬ 
ies  in  Panama.  Major  changes  under 
consideration  include  modifying  pay¬ 
ments  to  Panama  for  continued  use  and 
control  of  the  Canal  and  easing  restric¬ 
tions  on  possible  U.S.  construction  of  a 
second  canal  in  another  country. 

Concern  over  the  Neutrality  Treaty 

In  the  process  of  ratification,  the  Senate 
attached  two  amendments  and  11  other 
clarifications  to  the  Neutrality  Treaty.  Two 
of  the  clarifications  have  caused  con¬ 
siderable  concern  in  Panama  and  have 
cast  some  doubt  on  the  final  outcome  of 
the  treaties. 

One  condition  that  Panamanians  will 
find  particularly  objectionable  was  pro¬ 
posed  by  Sen.  Dennis  DeConcini  AZ  and 
endorsed  by  the  Administration  in  a  last- 
minute  effort  to  secure  enough  votes  for 
ratification.  It  passed  75-23  just  prior  to 
the  final  vote.  The  condition  states  that 
after  1999,  "the  United  States  of  America 
and  the  Republic  of  Panama  shall  each 
independently  have  the  right  to  take  such 
steps  as  each  deems  necessary,  in  accor¬ 
dance  with  its  constitutional  process,  in¬ 
cluding  the  use  of  military  force  in  the 


Republic  of  Panama,  to  reopen  the  Canal 
or  restore  the  operations  of  the  Canal....” 

Another  reservation,  introduced  by 
Sen.  Sam  Nunn  GA,  would  allow  the 
maintenance  of  U.S.  bases  or  the 
stationing  of  U.S.  troops  in  Panama  to 
continue  past  1999,  subject  to  an  agree¬ 
ment  between  the  two  countries.  This 
passed  82-16  Mar.  15. 

The  Panamanian  Foreign  Ministry  has 
declined  to  comment  on  the  additions 
until  the  second  treaty  is  ratified.  But  the 
Senate’s  emphasis  on  U.S.  military  rights 
and  possible  continued  military  presence 
is  resented  by  most  Panamanians  and  may 
require  another  plebiscite  in  Panama. 

The  two  amendments — making  U.S. 
rights  to  defend  the  Canal  more  explicit 
and  guaranteeing  priority  passage  of  U.S. 
warships  through  the  Canal — were  reluc¬ 
tantly  approved  by  the  Panamanian 
government  before  Senate  passage. 
These  amendments  were  taken  directly 
from  the  Carter — Torrijos  statement  of 
understanding  of  Oct.  14.  They  were 
supported  by  the  joint  leadership  of  the 
Senate  and  passed  84-5  and  85-3  re¬ 
spectively. 

(For  more  information  on  the  treaties 
see  October  Newsletter.) 


McCOVERN  TO  OFFER 
TRANSFER  AMENDMENT 

Noting  "stagflation”  and  lack  of 
rapid  progress  toward  full  opportunity 
for  all  Americans,  Sen.  George 
McGovern  SD  argued  Mar.  23  before 
the  Senate  Budget  Cmte.:  "Our 
biggest  security  threat  comes  from 
within  the  country  and  not  outside  its 
borders.  .  .  .  National  security  is 
obtained  by  meeting  the  needs  of  our 
own  people  and  not  by  escalating  the 
arms  race  in  conventional  and  stra¬ 
tegic  forces.”  He  announced  plans  to 
support  a  $5-10  billion  transfer  amend¬ 
ment  in  the  Senate. 
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LAW  OF  THE  SEA 

Sam  and  Miriam  Levering,  FCNL's 
experts  on  the  issue,  are  attending  the 
seventh  session  of  the  United  Nations 
Conference  on  the  Law  of  the  Sea 
(UNCLOS),  which  meets  in  Geneva  Mar. 
28-May  12.  Delegates  to  UNCLOS  are 
negotiating  an  international  treaty  to 
govern  the  development  of  the  deep 
seas,  labelled  “the  common  heritage  of 
mankind”  by  the  UN  General  Assembly. 

The  Leverings  will  be  facilitating  dis¬ 
cussion  to  help  push  the  negotiations 
toward  a  successful  conclusion.  Miriam 
will  chair  a  meeting  of  non-governmental 
organizations  sponsored  by  the  Quaker 
office  in  Geneva.  Sam  is  chairing  the 
Marine  Environment  Subcmte.  of  the  U.S. 
Advisory  Cmte.  to  the  U.S.  delegation. 

Positive  results  from  the  conference 
will  hopefully  include  some  historical 
firsts:  an  International  Seabed  Authority, 
which  will  manage  a  major  world 
resource  by  and  for  the  benefit  of  all,  and 
recognition  of  corporations  as  parties  at 
the  new  tribunal  to  help  ensure  peaceful 
compliance  rather  than  confrontation 
among  nations  and  possible  war. 

U.S.  LEGISLATION 

Congress  has  legislation  in  the  works 
that  has  direct  bearing  on  the  nego¬ 
tiations.  H.R.  3350,  the  Deep  Seabed  Hard 
Minerals  Act,  would  give  U.S.  companies 
unilateral  permits  to  mine  the  seabed 
before  the  UN  Law  of  the  Sea  Treaty 
comes  into  force.  H.R.  3350  has  been 
reported  by  three  committees  and  is  now 
before  the  Ways  and  Means  Cmte.  It  may 
reach  the  House  floor  by  mid-April. 
A  similar  bill,  S.  2053,  is  in  committee  in 
the  Senate. 

/What  You  Can  Do.  Write  your 
Congresspersons  opposing  any  sea¬ 
bed  mining  legislation  before  the 
close  of  this  session  in  Geneva.  An  * 
legislation  that  might  eventually  pass 
should: 

•  not  include  investment  guarantees, 
whereby  the  federal  government  insures 
mining  companies  against  the  nego¬ 
tiation  of  a  treaty  which  is  disad¬ 
vantageous  to  them.  Such  guarantees 
would  set  a  new  and  dangerous  prece¬ 
dent,  handicap  U.S.  negotiators,  and 
represent  an  unjustified  risk  to  taxpayers 
for  the  benefit  of  a  few  companies. 

•  include  provision  for  a  revenue¬ 
sharing  fund  for  developing  countries  to 
be  established  before  granting  mining 
permits.  This  would  demonstrate  U.S. 
belief  in  the  oceans  as  a  “common 
heritage.” 


Human  Rights  and  Military  Aid 


This  is  the  second  year  the  Executive 
Branch  has  been  required  by  Congress  to 
file  reports  on  human  rights  conditions  in 
countries  which  receive  U.S.  security 
assistance.  Last  year’s  reports  were  round¬ 
ly  criticized  as  inadequate. 

This  year's  reports,  the  first  by  the 
Carter  Administration,  have  fared  better. 
(Ask  your  Senator  or  Representative  for 
“Country  Reports  on  Human  Rights 
Practices.”)  But  these  too  were  criticized 
at  a  Mar.  22  meeting  sponsored  by  FCNL 
and  others  in  the  Human  Rights  Working 
Group  of  the  Coalition  for  a  New  Foreign 
and  Military  Policy.  Rep.  Tom  Harkin  lA 
lauded  the  work  of  the  State  Dept. 
Human  Rights  Bureau  but  faulted  the 
reports  on  several  counts. 

For  the  full  text  of  the  Coalition  analysis 
of  reports  on  Iran,  the  Philippines,  South 
Korea,  and  Nicaragua,  as  well  as  Bang¬ 
ladesh,  Bolivia,  the  Dominican  Republic, 
Haiti,  Indonesia,  Morocco,  Paraguay, 
Thailand,  and  Tunisia,  send  $1  to  the 
Coalition,  120  Maryland  Ave.  NE,  Wash¬ 
ington,  DC  20002. 

Despite  verified  reports  of  major 
human  rights  violations,  the  Carter 


Administration  continues  to  provide 
military  assistance  to  many  repressive 
governments.  Military  assistance,  train¬ 
ing,  and  subsidized  financing  of  sales 
requests  for  FY79  do  not  differ  much  from 
the  FY78  estimated  programs. 

For  example: 

(in  thousands)  FY78  FY79 

South  Korea  $277,785  $277,978 

Indonesia*  58,100  42,839 

Philippines  37,300  37,300 

Thailand  38,500  31,328 

*  In  FY78  the  Carter  Administration  ap¬ 
proved  $125  million  in  cash  arms  sales  to 
Indonesia.  (The  preceding  five-year  average 
was  $12.3  million,  one  tenth  as  much). 

While  Iran  does  not  receive  U.S. 
taxpayer-subsidized  assistance,  it  is  a 
major  U.S.  arms  purchaser:  $3  billion  in 
FY78  and  a  proposed  $2.6  billion  in  FY79. 

In  Latin  America  there  are  modest  cuts 
in  training  grants  and  credits  for  several 
nations,  including  Nicaragua,  Paraguay, 
the  Dominican  Republic,  and  Haiti.  No 
funds  are  requested  for  Brazil,  Argentina, 
Guatemala,  and  El  Salvador,  which  last 
year  rejected  U.S.  aid  after  being 
criticized  for  human  rights  violations. 


FOOD  RESERVES  AND  FARM  PRICES 


World  food  security  is  intimately 
involved  in  the  current  struggle  over  farm 
prices.  Congress  has  before  it  a  measure 
which  would  seek  to  raise  farm  prices  by 
providing  incentives  for  farmers  not  to 
plant  (set  aside)  up  to  60  million  acres. 

FCNL  is  concerned  that  set-asides  this 
large  would  dissipate  present  grain  stocks 
and  leave  the  whole  world  vulnerable  to 
poor  weather  or  unforeseen  political 
decisions.  Present  world  grain  stocks  are 
somewhat  smaller  than  in  1971-72,  just 
before  poor  crops  in  1972  and  1974  and 
unexpected  Russian  purchases  drove 
prices  very  high. 

FCNL  supports  efforts  to  raise  farmers' 
incomes,  but  not  by  cutting  grain 
supplies,  which  could  threaten  con¬ 
sumers,  grain  importing  nations,  livestock 
producers,  and  especially  the  poor,  both 
at  home  and  abroad. 

If  farmers  are  encouraged  to  produce 
and  hold  grain  for  unpredictable  cir¬ 
cumstances,  they  must  be  assured  of 
equitable  returns  for  their  labor  and 
investment.  FCNL  advocates  higher  price 
supports — target  prices  and  loans — but 
believes  these  should  be  tied  to  accumu¬ 


lating  reserves,  rather  than  to  setting 
aside  additional  acres. 

On  Mar.  29  the  Administration  an¬ 
nounced  steps  to  encourage  greater 
farmer  participation  in  the  reserve.  But 
they  have  also  increased  the  incentives 
for  farmers  to  participate  in  the  earlier 
announced  set-aside  and  have  increased 
its  size  to  a  potential  22  million  acres, 
partly  in  an  apparent  attempt  to  head  off  a 
more  extensive  measure  by  Congress. 

Congressional  action  on  set-asides  will 
probably  be  finished  before  this  News¬ 
letter  is  received.  Some  of  you  (con¬ 
stituents  of  the  House-Senate  conferees) 
will  have  received  an  Action  Alert  in  the 
interim.  A  later  report  will  follow.  Calls 
for  current  information  are  always  wel¬ 
come  [(202)  547-4343,  Don  Reeves]. 

Meanwhile,  Congress  should  be  urged 
to  act  quickly  to  establish  an  International 
Emergency  Grain  Reserve  of  not  less  than 
6  million  metric  tons  (U.S.  share). 
Measures  to  this  effect  have  been 
proposed  by  the  Administration  and 
introduced  by  Rep.  McHugh  NY  (H.R. 
9045)  and  Senators  Humphrey  MN  and 
Bellmon  OK  (S.  2278). 
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Criminal  Code.  Harrop  Freeman,  Pro¬ 
fessor  Emeritus  of  Law  at  Cornell  Uni¬ 
versity,  testified  for  FCNL  before  the 
House  Criminal  Justice  Subcmte.  on  Mar. 
1.  He  made  pointed  criticisms  of  H.R. 
6869,  the  Criminal  Code  Revision.  (Write 
for  T-3.) 

Intelligence  Charters.  Charters  drafted 
by  the  Senate  Intelligence  Cmte.  which 
would  establish  the  first  legislated  limits 
on  the  activities  of  U.S.  intelligence 
agencies  operating  abroad  were  intro¬ 
duced  Feb.  10.  The  bill,  S.  2525/H.R. 
11245,  differs  somewhat  from  the  Carter 
Executive  Order  of  jan.  24.  Hearings 
before  the  Senate  Intelligence  Cmte., 
which  shares  jurisdiction  with  the  Senate 
judiciary  Cmte.,  will  begin  in  April.  The 
House  Intelligence  and  Judiciary  Cmtes. 
have  no  action  scheduled. 

UN  Disarmament  Session.  On  Mar.  10 
FCNL  helped  provide  leadership  in  a 
disarmament  conference  which  included 
73  other  non-governmental  organiza¬ 
tions  (NGOs).  The  group  recommended 
major  changes  in  U.S.  disarmament  policy 
and  submitted  them  the  next  day  to  the 
Arms  Control  and  Disarmament  Agency 
and  the  State  Dept,  at  a  special  Adminis- 
tration-NGO  conference  set  up  to  pre¬ 
pare  for  the  UN  Special  Session  on 
Disarmament  (SSOD)  which  begins  May 
23. 

yFor  a  list  of  recommendations,  write 
m  for  G-10.  Letters  urging  Pres.  Carter 
#  to  make  a  major  speech  at  the  SSOD 
^announcing  dramatic  U.S.  initiatives  to 
reverse  the  arms  race  should  go  to  Paul 
Warnke,  Director,  Arms  Control  and 
Disarmament  Agency,  2201  C  Street,  NW, 
Washington,  DC  20520. 

Peace  Academy.  H.R.  11383,  sponsored 
by  Rep.  Helen  Meyner  NJ  and  18  others 
would  establish  a  commission  to  study  the 
creation  of  a  U.S.  Academy  for  Peace 
and  Conflict  Resolution.  The  House 
Subcmte.  on  International  Operations 
held  hearings  on  the  bill  in  January.  It  is 
also  pending  in  the  Education  and  Labor 
Cmte.  The  bill,  which  passed  the  Senate 
June  17, 1977,  as  S.  469,  stresses  the  use  of 
third-party  mediation  in  conflict  reso¬ 
lution. 

World  Peace  Tax  Fund.  H.R.  4897, 
sponsored  by  Rep.  Ron  Dellums  CA  and 
24  others,  which  would  create  a  World 
Peace  Tax  Fund,  has  received  scant 
attention  because  the  Ways  and  Means 
Cmte.  is  refusing  to  hear  any  testimony  on 
proposals  not  included  in  the  Adminis¬ 
tration's  tax  package.  A  similar  bill,  S.  880, 


WHAT'S  HAPPENING- 

sponsored  by  Sen.  Mark  Hatfield  OR  and 
Sen.  Mike  Gravel  AK  is  pending  in  the 
Senate  Finance  Cmte. 

UN  Human  Rights.  The  UN  Covenants 
on  Economic,  Social,  and  Cultural  Rights 
and  on  Civil  and  Political  Rights  were 
submitted  to  the  Senate  Foreign  Relations 
Cmte.  by  Pres.  Carter  on  Feb.  24.  The  UN 
Genocide  Convention,  first  submitted  in 
1949,  is  still  pending  in  the  Committee, 
awaiting  indications  that  there  are 
enough  votes  to  close  debate  and  assure 
passage. 

Welfare  Reform.  The  Congressional 
leadership  has  promised  to  pass  a  welfare 
reform  bill  this  year,  but  efforts  to 
produce  meaningful  reform  continue  to 
fragment.  In  addition  to  H.R.  10950,  the 
revised  Administration  bill,  and  H.R. 
10711,  Rep.  Ullman's  alternative,  one  or 
two  more  proposals  will  be  introduced  in 
the  Senate.  Although  not  fully  satisfied, 
FCNL  supports  H.R.  10950  as  the  best 
among  these  options. 

Child  Nutrition.  Several  child  nutrition 
programs  come  before  Congress  for 
renewal  this  year:  the  Women,  Infants, 
and  Children  (WIC),  Child  Care  Feeding, 
Summer  Feeding,  Special  Milk,  and 
School  Breakfast  and  Lunch  Programs. 
Hearings  start  in  the  Senate  Agriculture 
Nutrition  Subcmte.  Apr.  4  and  continue 
most  of  the  month.  FCNL,  through  the 
Interreligious  Taskforce  on  U.S.  Food 
Policy,  is  helping  to  prepare  testimony. 
For  more  information,  call  the  Taskforce 
at  800-424-7292. 

Indian  Child  Welfare.  Hearings  on  S. 
1214  were  held  in  the  House  Subcmte.  on 
Indian  Affairs  and  Public  Lands  on  Feb.  9 
and  Mar.  9.  This  bill,  which  needs  your 
support,  would  establish  standards  for 


placement  of  Indian  children  in  foster  or 
adoptive  homes  and  help  prevent  the 
break-up  of  Indian  families  by  allowing 
tribal  jursidiction  over  such  placements. 
Mark-up  is  expected  in  mid-April.  (Write 
for  FCNL  testimony,  T-2.) 

Seminar-Briefings.  FCNL  has  hosted 
four  briefing  sessions  on  Indian  issues  for 
aides  to  members  of  Congress.  Resource 
people  included  staff  of  the  Senate  Select 
Cmte.  on  Indian  Affairs,  House  Interior 
Cmte.,  House  Education  and  Labor 
Cmte.,  the  Bureau  of  Indian  Affairs,  and 
six  Washington-based  Indian  organi¬ 
zations.  These  sessions  were  well  re¬ 
ceived  and  gave  the  legislative  aides  a 
chance  to  hear  about  current  issues  in 
Indian  affairs.  More  briefings  are  in  the 
planning  stage. 

Extending  the  Senate  Select  Cmte.  on 
Indian  Affairs.  S.  Res.  405  would  extend 
the  life  of  the  Senate  Select  Cmte.  on 
Indian  Affairs,  due  to  expire  at  the  end  of 
the  95th  Congress.  With  its  single  focus, 
this  committee  has  been  able  to  intro¬ 
duce  effective  Indian  legislation.  FCNL 
strongly  supports  S.  Res.  405  and  would 
like  to  see  a  similar  committee  created  in 
the  House. 

Campaign  Financing.  Public  financing 
of  House  general  elections  may  be  dead 
for  this  year  following  floor  action  Mar. 
21.  Ill-advised  tactics  by  the  House 
Democratic  leadership  helped  public¬ 
financing  opponents  scuttle  the  bill. 

Voting  Rights  for  DC.  The  House 
recently  passed  (289-127)  H.J.  Res.  554,  a 
proposed  constitutional  amendment  that 
would  give  the  District  of  Columbia  full 
voting  representation  in  Congress — two 
Senators  and  a  proportionate  share  of 
Representatives.  Senate  action  is  ex¬ 
pected  in  May. 


Solar  Energy  Package 


As  Sun  Day  approaches  (May  3), 
members  of  Congress  and  national 
citizens'  organizations  are  forming  a  Solar 
Coalition  to  encourage  passage  of  a 
package  of  bills  aimed  at  making  solar 
energy  a  major  source  by  the  year  2000.  In 
this  effort,  FCNL  joins  31  Representa¬ 
tives,  7  Senators,  and  18  national  groups. 

The  Solar  Energy  Transition  Act  would 
require  annual  reports  on  programs 
toward  a  goal  of  30%  solar  energy  use  by 
our  government  in  the  year  2000.  The 
Solar  Energy  Bank  Act  would  provide 
loans  at  not  more  than  3%.  A  Global 
Marketing  Survey  Act  would  seek  to  open 


opportunities  for  the  export  of  solar 
technologies  and  to  stimulate  the  use  of 
small-scale  technologies  in  foreign  aid 
projects.  The  Act  would  call  for  a  world 
conference  to  establish  an  International 
Alternate  Energy  Commission  under  the 
UN  to  encourage  cooperation  with  less 
developed  nations.  The  legislative  pack¬ 
age  includes  an  additional  $175  million  in 
Dept,  of  Energy  appropriations,  mostly 
for  biomass,  wind,  photovoltaics,  and 
passive  solar  systems. 

For  further  information,  write  Con¬ 
sumer  Action  Now,  317  Pennsylvania 
Ave.,  SE,  Washington,  DC  20003. 
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UNCERTAIN  FUTURE  FOR  CARTER’S 


In  response  to  past  campaign  promises 
and  recent  Social  Security  tax  increases, 
Pres.  Carter  has  introduced  a  $34  billion 
tax  cut  proposal.  Accompanied  by  $9.5 
billion  in  revenue-producing  reforms, 
the  $25  billion  net  tax  decrease  will  funnel 
$17  billion  to  individuals,  $6  billion  to 
businesses,  and  $2  billion  to  workers  and 
consumers  in  payroll  and  excise  taxes. 

INDIVIDUALS 

Designed  primarily  to  offset  recent 
payroll  tax  increases,  the  individual 
income  tax  rate  structures  would  be 
reduced  by  2%.  Other  proposals  affecting 
individuals  include: 

•  a  change  from  the  $750  personal 
exemption  to  a  $240  credit.  A  credit  is 
subtracted  after  one’s  tax  is  computed 
(exemptions  are  subtracted  before)  and 
thus  is  particularly  beneficial  for  low- 
income  workers.  The  Administration 
estimates  it  will  remove  millions  of 
Americans  at  or  near  the  poverty  level 
from  the  income  tax  rolls. 

•  a  repeal  of  itemized  deductions  for 
sales,  gasoline,  and  certain  miscellaneous 
taxes,  an  effort  at  simplifying  tax  returns. 

•  replacing  itemized  deductions  for 
medical  expenses  and  casualty  losses  with 
a  new  “extraordinary  expense”  deduc¬ 
tion  for  costs  in  excess  of  10%  of  adjusted 
gross  income.  The  wisdom  of  this 
simplification  is  questionable  in  view  of 
continuing  inflation  in  the  health  services 
field. 

CORPORATIONS 

Corporation  tax  cuts  under  the  plan 
would  increase  after-tax  profits  by  9-10%, 


thereby  encouraging  investment.  Mea¬ 
sures  affecting  corporations  include: 

•  extension  of  the  10%  investment  tax 
credit  to  cover  industrial  and  utility 
structures  (i.e.,  buildings),  allowing  them 
to  offset  up  to  90%  of  tax  liabilities 
otherwise  owed.  The  provision  includes 
both  new  and  renovated  buildings  in  an 
attempt  to  eliminate  an  anti-urban  bias. 
(Mayors  and  central  city  representatives, 
however,  fear  it  will  encourage  business 
to  leave  downtown  areas  for  the  suburbs.) 

•  reduction  of  certain  business  enter¬ 
tainment  deductions,  which  will  produce 
an  additional  $1.2  billion  for  the  Treasury. 

•  phase-out  of  both  tax  subsidies  for 
Domestic  International  Sales  Corpora¬ 
tions  (DISCs)  and  tax  deferral  on  foreign 
profits.  Treasury  Secy.  Michael  Blu- 
menthal,  appearing  before  the  House 
Ways  and  Means  Cmte.,  called  DISC  “a 
very  inefficient  and  wasteful  subsidy  .  .  . 
[that]  helps  exporters  with  large  profit 
margins  and  does  nothing  for,  and  may 
even  disadvantage,  our  import  sensitive 
industries.”  Currently  50%  of  all  tax 
deferral  benefits  are  obtained  by  30 
multinational  corporations. 

•  termination  of  the  25%  tax  ceiling  on 
the  first  $50,000  of  capital  gains. 

•  elimination  of  certain  tax  shelters  by 
extending  the  “at  risk”  rule,  changing 
real  estate  depreciation,  and  strengthen¬ 
ing  the  minimum  tax.  These  measures 
seek  to  curtail  tax  evasion  and  at  the  same 
time  give  greater  freedom  of  competition 
to  legitimate  businesses. 

EFFECTS 

In  addition  to  addressing  the  tax  issue. 
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TAX  PROPOSALS 

the  Administration  intends  the  tax 
package  to  “help  assure  continued 
economic  recovery  and  reduction  in 
unemployment.”  They  have  estimated 
that  the  tax  cuts  would  produce  an  extra 
one  million  jobs  by  the  end  of  1979. 

Many  economists  believe,  however, 
that  these  tax  cuts  would  do  little  for 
unemployment.  Charles  Killingsworth, 
Michigan  State  University  economist, 
concludes  from  the  past  effects  of  tax  cuts 
that  direct  jobs  spending  is  much  more 
cost-efficient  in  targeting  stimulus  to 
places  and  people  where  and  for  whom  it 
is  most  appropriate. 

It  should  also  be  noted  that  tax  cuts  do 
nothing  for  low-wage  earners  who  are 
exempt  from  paying  income  taxes  yet  are 
the  hardest^  hit  by  higher  payroll  taxes. 

OUTLOOK 

The  proposals  face  an  uncertain  future. 
Vehement  public  reaction  to  increased 
payroll  taxes  has  sent  Congress  scurrying 
to  find  alternatives.  The  House  is 
considering  some  form  of  Social  Security 
tax  reductions  instead  of  income  tax  cuts. 
Although  the  Senate  currently  favors  an 
even  higher  income  tax  cut  than  Pres. 
Carter  has  proposed,  it  would  be 
politically  difficult  not  to  go  along  with  a 
House  initiative  to  decrease  payroll  taxes. 

The  reform  proposals  will  likely  meet 
even  stiffer  opposition.  Speaker  of  the 
House  Thomas  O’Neill  has  said,  “If  [the 
President]  winds  up  with  fifty  percent  of 
the  reforms,  he’s  done  well.” 

Wondering  where  the  FCNL  review 
of  taxation — promised  for  the  April 
Newsletter — went?  The  staff  hopes  to 
make  that  review  more  com¬ 
prehensive  than  originally  planned. 
Look  for  articles  reflecting  this  process 
in  future  months. 


THE  FRIENDS  COMMITTEE  ON 
NATIONAL  LEGISLATION  includes  Friends 
appointed  by  23  Friends  Yearly  Meetings 
and  by  11  other  Friends’  organizations  in 
the  United  States.  Expressions  of  views  in 
the  FCNL  WASHINGTON  NEWSLETTER  are 
guided  by  the  Statement  of  Policy  prepared 
and  approved  by  the  Committee.  Seeking 
to  follow  the  leadings  of  the  Spirit,  the 
FCNL  speaks  for  itself  and  for  like-minded 
Friends.  No  organization  can  speak  of¬ 
ficially  for  the  Religious  Society  or  Friends. 
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